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A recent survey of the sterling position of Western 
European countries in 1949 and of prospective develop- 
ments in the first year of EPU shows that in 1949 there 
were violent fluctuations from one quarter to another in 
the sterling area payments position with OEEC coun- 
tries. The sterling area had a payments surplus equi- 
valent to some US$90 million in the first quarter of 
1949, and a deficit of $73 million in the second quarter 
and of nearly $400 million in the third. In the last 
quarter of the year, there was a surplus of nearly $120 
million. The mid-year payments deficits cannot have 
been caused by a trade deficit, for the sterling area had 
a visible surplus with Western Europe of $47 million 
in the first quarter, $17 million in the second quarter, 
a small deficit of $7 million in the third quarter, and 
a surplus of $41 million in the fourth quarter. For the 
year 1949 as a whole, the sterling area had a payments 
deficit of $258 million, whereas it had a trade surplus 
of $98 million. Even after making allowances for in- 
visible items, a payments gap of about $100 million still 
remains and must primarily have been accounted for by 
capital transactions. 

The only OEEC countries which at the present time 
have substantial sterling holdings are Portugal, Italy, 
France, and Sweden. The Portuguese holdings amount 
to some £80 million, but Portugal does not seem to be 
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in deficit with EPU countries other than the sterling area. 
The new Anglo-Italian agreement lays down that some 
£20 million of Italian sterling holdings may be used 
within the EPU area even if Italy is not in deficit with 
the Union as a whole, and some Italian sterling is likely 
therefore to enter into EPU operations. Most of the 
French sterling holdings will be required for repayment 
of French debts to Britain. Swedish sterling holdings, 
which were £42 million at the end of 1949, are likely to 
decline only as a result of a possible continuation of 
Sweden’s deficit with the sterling area itself. 

In the first quarter of 1950, the sterling area had a 
payments surplus of nearly $220 million, ie., at an 
annual rate of nearly $875 million. If this rate were 
maintained, the U.K. credits granted to EPU would be 
rapidly exhausted, and the United Kingdom would 
receive from EPU about £180 million in gold. While the 
effects on the United Kingdom of rearmament are at 
present difficult to estimate, the high prices of sterling- 
area raw materials are likely to ensure a substantial 
sterling-area surplus with Western Europe. However, in 
the parliamentary debate on EPU, Mr. Gaitskell stated 
that Britain did not expect to gain or lose gold from its 
participation in EPU in the first year of its operation. 


Source: The Banker, London, England, September 1950. 


IBRD Loan to Ethiopia 


The International Bank for Reconstruction and De- 
velopment on September 13 granted to Ethiopia a loan 
of $5 million, to be used for the rehabilitation and 
maintenance of the highway system, and a second loan 
of $2 million, to provide foreign exchange for projects 
to be financed by a new Ethiopian Development Bank. 
Both loans are for 20 years, with interest at the rate 
of 3 per cent, plus commission at the rate of 1 per cent 
per annum which, in accordance with the Bank’s Articles 
of Agreement, is allocated to its special reserve fund. 


Europe 
EPU Agreement 


The European Payments Union Agreement was signed 
in Paris on September 19 by the eighteen members of 


OEEC. 


Source: The Washington Post, Washington, D. C., Sep- 


tember 20, 1950. 


Amortization, calculated to retire the loan by maturity, 
will begin in 1956. 

The loans are the first to be granted by the Bank to 
an African nation and the first to have been negotiated 
in the borrowing country by a Bank mission instead of 
at the Bank headquarters. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
September 13, 1950. 


ECA Strategic Materials Program 


ECA has announced that it hopes to allocate $138 mil- 
lion in fiscal 1951 for the purchase of critical minerals 
and for mining projects in the overseas territories of 
ERP countries. This would be about twice the amount 
allocated for strategic materials purchases in fiscal 1950. 
Most of the purchases will be made with foreign cur- 
rencies deposited by ERP countries as a counterpart to 
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dollar grants from ECA. ECA is authorized to use 
5 per cent of these deposits for administrative expenses 
and for the purchase of materials needed for the U.S. 
stockpile. At the present time, the equivalent of almost 
$141 million is available for such purchases. 

In addition to the counterpart funds for stockpile pur- 
chases, ECA will utilize funds from its overseas develop- 
ment reserve to finance improvements that will help open 
up new sources of supply for the United States and for 
Western Europe. Recently-approved projects include 
road-building programs to facilitate the production and 
export of rubber from Sarawak, copper from Northern 
Rhodesia, and palm oil from Nigeria and Sierra Leone. 
Source: Economic Cooperation Administration, Press 

Release, Washington, D. C., September 11, 1950. 


U.K. Real National Product 


An estimate of the real gross product of the United 
Kingdom since the war, which may be summarized as 
shown below, has been made at the Department of Ap- 
plied Economics at Cambridge University. 


1946 1947 
(1948 = 100) 
Physical production 87 92 107 
Services 92 97 103 
Armed Forces and government 
“administration” 157 118 99 


1949 


Total output 93 95 105 
Total output excluding Armed 

Forces 89 94 105 

When movements of the output index are compared 
with those of total numbers employed, output (exclud- 
ing that of the Armed Forces) in 1947 is found to have 
risen less than employment; in 1948, it rose 244 points 
more than employment; and in 1949 41% points more. 

An attempt is also made to estimate the movements 
in real terms of the various components of the national 
product to which increases in income have been devoted. 
Total income rose by about £1,100 million (at 1948 
prices) between 1946 and 1949, while expenditure on 
“regrettable necessities”—defined as those types of gov- 
ernment expenditure on goods and services which are 
wholly or mainly aitributable to the King’s enemies, plus 
expenditure on the collection of rates and taxes—fell by 
£1,050 million. The total income available for other 
purposes has thus risen by £2,150 million. Out of this, 
£1,142 million has been devoted to capital formation 
(ignoring changes in stocks of surplus stores), of which 
over £700 million represents increased domestic invest- 
ment and over £400 million the reduction in the adverse 
balance of payments. In contrast, only £516 million has 
been added to the volume of personal expenditure, raising 
it by only 8 per cent. 
Source: London and Cambridge Economic Service, Lon- 

don School of Economics, Bulletin, London, 
England, August 1950. 
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Anglo-French Debt Settlement 


Following upon payments of £4.2 million made to the 
United Kingdom by the French Government in August 
1950, £6 million was paid on September 1 in part settle- 
ment of the debts to the United Kingdom arising out of 
war operations mainly on account of military and civilian 
supplies provided from 1944 to 1946. The balance in 
“account B” of the French Government with the Bank 
of England, which was favorable to France, has also 
been utilized for this purpose to the extent of £3.25 mil- 
lion. After carrying out these operations, France is still 
debtor on account of war settlements for £6 million to 
be paid in 1951. 

Of the 1945 £100 million loan, which was funded in 
1946, France also repaid on September 1, 1950 the first 
of twelve annual installments of £8.6 million. 

In accordance with the agreement previously reached 
between the United Kingdom and France in connection 
with EPU (see this News Survey, Vol. III, p. 17), 
part of these payments (£14.6 million) will be set off 
against repayment of an equivalent amount of sterling 
balances held by France on June 30, 1950. These bal- 
ances amounted to roughly £28 million. 

Sources: The Financial Times, London, England, Sep- 
tember 2, 1950; Agence Economique et Finan- 
ciére, Paris, France, September 4, 1950; The 
Economist, London, England, September 9, 
1950. 


Price Trends in France 


The French wholesale price index in August 1950 
stood at 2206 (1938 = 100)—a 4 per cent rise for the 
month. The index for industrial products rose 5 per 
cent, from 2465 to 2594; and for raw materials 7 per 
cent, from 2520 to 2706. 

Prices in general were stable in the first half of the 
year, a slow rise in industrial products offsetting a small 
decline in food products. While the rise in industrial 
prices has been sharper since June, it has not exceeded 
2 or 3 per cent a month. 

Increased spending is the basic cause of the new 
price advance, which, however, is also affected by the 
rise in world prices of raw materials and the recent wage 
readjustments (see this News Survey, Vol. III, p. 78). 
There has been some “scare” buying of food and textiles. 
New orders in the steel industry are reported to have 
reached a very high level, so that both expansion of 
output and higher prices are to be expected in that sector. 
Source: Bulletin Mensual de la Statistique Générale de la 

France, Paris, France, August 1950. 


Belgian Anti-Speculation Measures 


Two measures taken by the Belgian authorities on 
September 9 aim at checking the speculative wave which 
had shaken the country during the preceding fortnight, 
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and had virtually exhausted the supplies of a large 
number of items, such as oil, watches, soap, sugar, and 
hard coal. 

(1) To check the financing of speculative stocks, the 
Belgian National Bank’s discount rates were raised by 
Ym per cent; the rate for bills connected with import 
operations moved from 2.5 to 3 per cent; for bills con- 
nected with export operations, from 3.25 to 3.75 per 
cent; for accepted bills domiciled at the banks, from 
3.25 to 3.75 per cent; and the interest rate on advances 
on public bills from 5 to 5.5 per cent. 

(2)To maintain the supply of goods for which demand 
has increased, export licenses are now required for 52 
customs items which had previously been free of such 
restrictions. The main items concerned are raw mate- 
rials and semis for the steel and textile industries, watches, 
soap and other fats, rubber products, leather, paper, etc. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 

September 11, 1950; Le Monde, Paris, France, 
September 12, 1950. 


Consumption and Investment in Norway 


The Norwegian Government has proposed an appro- 
priation of NKr 250 million (US$35 million) to cover 
extraordinary military and civil defense expenditures for 
the next two and a half years, to be financed by levying 
new direct and indirect taxes. Government expenditures 
will also be cut wherever possible. In order to attain the 
planned balance of the external economy, additional cuts 
in the private sector will have to be made. The import 
program will be reduced by 10 per cent in 1951, and the 
program for the current year will be revised. Although 
consumption will be reduced, basic goods will not be 
affected. The distribution of the burden of these cuts 
will depend upon the outcome of wage and price negotia- 
tions in October, which are intended to compensate 
workers for the increase in the cost of living following 
cancellation of subsidies (see this News Survey, Vol. Il, 
p. 68). 

A cut of 5 per cent in public investments for the cur- 
rent fiscal year was approved by Parliament last sum- 
mer. This cut will now be increased to 10 per cent, 
and for the fiscal year 1951-52 there will be an addi- 
tional 5 per cent cut. The Government will try by nego- 
tiation to induce the municipalities to reduce investments 
by the same amount. Although some private investments 
in shipbuilding are bound by contracts and therefore 
cannot be reduced without great loss, a reduction by 
10 per cent of private investments will also be sought. 
For this purpose, bank loans will be restricted and the 
present system of tax deductions for expenditures for 
repairs to houses will be canceled. In order to ease the 
labor situation, the Government will supply from its 
regular force the labor necessary for fortification works. 

The Government also contemplates certain modifica- 
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tions in its economic policy in order to improve relations 

with the opposition parties. Plans for Government im- 

port monopolies of sugar, coal, and medicines and for 

nationalization of breweries will not be introduced until 

after the new elections. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, September 16, 1950. 


East German Prices 


East German ration-free government stores have re- 
cently announced price reductions, ranging from 7 to 
55 per cent, for food and general merchandise. Among 
the price cuts specifically mentioned are those for bread 
(55 per cent), furniture and clothing (20-25 per cent), 
and margarine (7 per cent). These reductions are 
credited to the earlier fulfillment of the current East 
German Two-Year Plan, scheduled to end in 1950. The 
price level in East German government stores has re- 
cently been five to six times as high as the price level in 
Western Berlin. 

Source: New York Herald Tribune, Paris, France, Sep- 
tember 4, 1950. 


Yugoslav-Swedish Trade Agreement 


A protocol to the Yugoslav-Swedish trade agreement 
provides for an increase in the exchange of goods be- 
tween the two countries to the equivalent of SKr 70 mil- 
lion (about US$13.5 million) during the period from 
July 1, 1950 to June 30, 1951. Yugoslav exports are to 
include agricultural products (maize, wine, tobacco), 
nonferrous ores and metals (bauxite, copper, zinc, lead), 
chemical products, and hard wood. Sweden will export 
to Yugoslavia mainly paper products, steel, machinery, 
precision instruments, and turpentine. 

Sources: Agence Telegraphique Nouvelle Yougoslavie, 
Tanjug, Paris, France, August 22, 1950; Neue 
Ziircher Zeitung, Ziirich, Switzerland, August 
23, 1950. 


Middle East 
Egyptian Sterling Balances 


The British and Egyptian Governments have announced 
that negotiations will be begun in November for a long- 
term or permanent settlement of Egypt’s sterling balances. 
These now amount to about £320 million, of which about 
£250 million is blocked. 

Under a recently signed agreement, the existing finan- 
cial agreement of 1949 will remain in force until the end 
of 1950 as a purely temporary measure, with the excep- 
tion of two articles (dealing with the provision of $5 
million to Egypt and the release of £12 million from the 
blocked account) which have already been carried out. 
Egypt has been granted an additional sterling release of 
£6 million until the end of 1950. 
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The British Government has also declared its readiness 
to facilitate the supply to Egypt of petroleum products 
during 1950 to an amount up to £7.5 million c.i.f. Last 
year Britain agreed to supply these up to a value of £5 
million. Sterling devaluation has, however, raised the 
price of petroleum by about 40 per cent, so that the 
volume of petroleum imports will not be much affected. 

British exports to Egypt during 1950 paid for in re- 
leased sterling will be allowed to reach £52 million, of 
which £43 million will be for essential goods. The total 
figure for 1949 was £47 million. The significance of this 
increase is also affected by price movements since de- 
valuation. 

Sources: Al Ahram, Cairo, Egypt, September 11 and 13, 
1950; The Times, September 11, 1950, and 
The Economist, September 16, 1950, London, 
England. 


Gold Purchases by Egypt 


The Egyptian Minister of Finance has informed the 
Council of Ministers that his Ministry has purchased 
additional sums of gold and U.S. Treasury bonds, so that 
total holdings now are US$81 million, of which $44 
million is in gold and $37 million in Treasury bonds. 
Prior to the recent transaction, holdings were $47 million 
of which $22 million was in gold. It is also stated in au- 
thoritative quarters that the Government intends to pursue 
the policy of raising the total holdings of gold and U.S. 
Treasury bonds; and it is expected that holdings of gold 
will soon reach $90 million. 


Source: Al Ahram, Cairo, Egypt, September 11, 1950. 
Israel’s Exchange Rate 


Israeli currency is now offered in New York at 
US$1.50 per pound, compared with US$2 in December 
1949 (official I£1 = US$2.80). The reason for the 
decline appears to be the fear that the exhaustion of 
foreign exchange reserves will shortly compel Israel to 
devalue its currency further. No complete figures of 
Israel’s foreign reserves are available, but a recent sig- 
nificant development is the steady decline in the amount 
of foreign currencies included in the backing of the note 
issue of the Anglo-Palestinian Bank which functions as 
Israel’s Central Bank. In December 1949, they amounted 
to I£28.4 million against a currency circulation of I£53 
million. In August 1950, they were I£18.5 million, 
against a circulation of 1£61 million. 

Source: The Financial Times, London, England, August 
22, 1950. 


Syro-Lebanese Monetary Developments 


The premium of the Lebanese pound over the Syrian 
pound, which was 20 per cent in March 1950, declined 
to 10 per cent in July and is now around 3 per cent. 
The decline was due to an improvement of the Syrian 
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pound caused partly by the restoration of a constitutional 
regime in Syria and increased public confidence, and 
partly by an improvement in Syria’s balance of pay- 
ments with Lebanon. In order to combat rising prices, 
Lebanon was obliged to lift all restrictions on wheat im- 
ports from Syria (see this News Survey, Vol. III, p. 89). 
Previously, Lebanon used to pay for these imports with 
its earnings from tourism, transit and services connected 
with hospitals, schools, etc. These earnings have been 
greatly reduced since the termination of the customs 
union between the two countries in March 1950 and the 
prohibition of visits by Syrians to Lebanon without 
authorization. 

Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 

tember 6, 1950. 


Cancellation of Saudi Arabian Loan to Syria 


Saudi Arabia has stated that it will not pay the second 
installment of its $6 million loan to Syria. This install- 
ment amounted to $2 million and fell due in May 1950. 
The first installment, also of $2 million, was paid in 
February 1950 immediately following the signing of the 
loan agreement (see this News Survey, Vol. II, p. 257). 
However, Saudi Arabia is still disposed to give Syria the 
machinery originally used in the building of the Jidda 
port and which Syria now needs for building the port 
of Latakia. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
August 2, 1950. 


Bank Credit and Prices in Turkey 


Turkish state banks have been tightening up on credit 
facilities to traders following the wave of speculation in 
strategic commodities that has been touched off by the 
conflict in Korea. The price of rubber on the Istanbul 
market has risen 100 per cent in three weeks, while 
speculative dealings have also pushed prices of tin, jute, 
and other items sharply higher. 

Source: The Journal of Commerce, New York, N. Y., 
September 7, 1950. 


Turkey’s Foreign Trade 


Turkey’s exports of LT 299 million (LT 2.80 = US$1) 
in the first six months of 1950 were 10 per cent less than 
in the corresponding half of 1949. While the value of 
imports, at LT 360 million, was 5 per cent less than a 
year ago, the import tonnage was 46 per cent higher. 
The decline in the value of imports is partially attribu- 
table to the currency devaluations of September 1949; 
the decline in exports resulted from a reduction in ex- 
ports of tobacco and certain minor products. 

The largest proportion of exports went to Western 
Germany, which took 18 per cent of the total, compared 
with 11 per cent in the first six months of 1949; the 
United Kingdom took 17 per cent and the United States 
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16 per cent. For imports, the United States continued 
to be the leading supplier, providing 30 per cent of total 
imports in the first half of 1950, compared with 15 per 
cent a year earlier; Western Germany supplied 13 per 
cent; the United Kingdom 8 per cent. 


Source: Ulus, Ankara, Turkey, September 7, 1950. 


Capital Works Budget in Iraq 


Iraq’s capital works budget for the fiscal year 1950-51 
allocates ID 3.88 million for general capital works, ID 
0.65 million for the port of Basra, ID 0.36 million for the 
Fao Bar dredging scheme, and ID 1.73 million for the 
state railways (ID 1 = US$2.80). The speedy implemen- 
tation of these projects should help to provide employ- 
ment for a substantial number of workers now unem- 
ployed. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 4, 1950. 





Iranian Sterling Earnings 


The United Kingdom and Iran have opened financial 
negotiations in London with a view to making new 
arrangements to replace those now in force, which ex- 
pire in November. Since 1947 Iran has been allowed 
to convert sterling earnings into dollars to pay for goods 
from the dollar area, provided that such goods are re- 
garded as essential and are unobtainable from the United 
Kingdom on equal terms as regards price, quality, and 
delivery. 

Source: The Financial Times, London, England, Sep- 
tember 12, 1950. 


Anglo-lranian Oil Company Loan 


The Anglo-Iranian Oil Company has made an interest- 
free loan of £8 million to the Iranian Government against 
future royalty payments. The loan was advanced within 
the framework of the present concession until the supple- 
mentary oil agreement is ratified by the Majlis. This 
agreement, which was signed in July 1949, raised the 
royalty rate from 4s. to 6s. a ton and permitted the 
Government to draw its 20 per cent of the company’s 
general reserve fund immediately instead of at the end 
of the company’s concession in 1993. Two months ago, 
the company advanced a loan of £6 million. 

Source: The Financial Times, London, England, Sep- 
tember 12, 1950. 


Value of Ethiopian Dollar 


The State Bank of Ethiopia reports in its Monthly 
Letter of June-July 1950 that it has succeeded in strength- 
ening the value of the Ethiopian dollar. This was ac- 
complished by increasing the amount of foreign exchange 
available for authorized imports. In fact, all requests for 
foreign exchange for the import of essential goods have so 
far been met. The Bank was aided in its efforts by a modi- 
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fication of the currency reserve requirements which liber- 
ated an appreciable amount of foreign exchange for 
imports, and by the effective enforcement of its exchange 
and trade controls. Consequently, the premiums paid for 
foreign currencies in the unofficial market have largely 
disappeared, except in a few instances in the case of the 
U.S. dollar. 

The increased value of the Ethiopian dollar has enabled 
the Bank to lower its redemption rate for Maria Theresa 
thalers. Effective July 10, 1950, the rate of redemption 
has been fixed at one Maria Theresa thaler to one Ethio- 


pian dollar instead of the 1945 rate of one thaler to 1.5 
dollars. 


Source: State Bank of Ethiopia, Monthly Letter, Addis 
Ababa, Ethiopia, June-July 1950. 


Far East 





Industrial Finance Corporation of India 


During its second year of operation, ended June 30, 
1950, the Industrial Finance Corporation of India, which 
is a special institution for long-term finance jointly owned 
by the Union Government, the Reserve Bank of India, 
and other financial institutions, granted Rs 37.7 million of 
loans to industrial concerns; loans in the preceding year 
were Rs 34.2 million. The Corporation has been ham- 
pered in extending its activities by the failure of indus- 
trial concerns to furnish adequate information concern- 
ing their projects. The Corporation has not yet embarked 
on underwriting, on the ground that money market con- 
ditions are not favorable. 


Source: The Times of India, Bombay, India, August 20, 
1950. 


Chinese Exchange Rate 


A new exchange rate for Communist China of 4,750 
Jen Pin Miao to one Hong Kong dollar is reported from 
Hong Kong. The previous rate was 4,950. This is the 
fourth revaluation in relation to the Hong Kong dollar 
reported in the last four months. 

Source: New York Herald Tribune, Paris, France, Sep- 
tember 13, 1950. 


Malayan Currency Board 


In his Annual Report for 1949, the Chairman of the 
Board of Commissioners for Currency in Malaya states 
that, in spite of the stringent regulations governing the 
movement of Malayan currency, a considerable though 
unassessable amount of Malayan money is in use in 
neighboring territories. This usage is evidence of the 
wide appreciation of the stability of the Malayan dollar. 
A joint Currency Commission embracing the Federation 
of Malaya, Singapore, North Borneo, and Sarawak is 
in the final stages of establishment. Since the liberation, 
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Malayan currency has been used increasingly in the last 
two territories: it circulates side by side with the local 
currencies, which it is gradually displacing. 

Source: The Times, London, England, September 5, 1950. 


Philippine Import Controls 


Data published by the Philippine Control Board in- 
dicate a sharp reduction in imports of many items during 
the first six months of 1950, compared with the first six 
months of 1949. Among so-called luxury items, de- 
creases range from 79 per cent for toilet soaps, 78 per 
cent for passenger cars and chewing gum, and 68 per 
cent for radios, to 11 per cent for Scotch whisky. Other 
reductions are 54 per cent for wheat flour, 31 per cent 
for gasoline, 28 per cent for printed cotton cloth, and 26 
per cent for evaporated milk. 

Source: Export Trade and Shipper, New York, N. Y.., 
September 4, 1950. 


United States and Canada 


NPA Inventory Regulation 


The U.S. National Production Authority, under its 
Regulation 1, effective September 18, 1950, has ordered 
that business inventories of 32 classes of materials in 
short supply be held to a practicable working minimum. 
Consumers buying goods for personal or household use 
are exempted from the regulation. The materials covered 
by the order include building materials, chemicals, lum- 
ber, certain metals and minerals, natural rubber and 
rubber products, and textile materials, except wool. 

Although violations of the regulation are subject to 
penalties under the Defense Production Act, the success 
of the order depends upon the voluntary cooperation of 
businessmen. The order does not require the reporting of 
inventories nor does it provide for the requisition of 
illegally excessive stocks. 

Source: The Journal of Commerce, New York, N. Y., 
September 18, 1950. 


Capital Expenditures in the United States 


U.S. businessmen have revised upward their plans for 
capital expenditures since the outbreak of the Korean 
conflict, according to a survey by the U.S. Securities and 
Exchange Commission and the Department of Commerce. 
Plant and equipment expenditures are now expected to 
total $9.8 billion in the second half of 1950, and $17.9 
billion for the year, considerably more than the $16.1 
billion anticipated at the beginning of 1950. The revised 
yearly estimate is only about one per cent below actual 
total expenditures in 1949. Although costs have risen 
this year, expected expenditures in the second half indicate 
a substantial increase in the physical volume of plant and 
equipment to be purchased, compared with the corre- 
sponding 1949 period. Larger expenditures by manufac- 
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turing companies account for practically the entire anti- 

cipated increase. 

Source: Securities and Exchange Commission, Press Re- 
lease, Washington, D. C., September 14, 1950. 


U.S. Travel to Europe 


U.S. travel to Europe is increasing despite the tense 
international situation. According to the European Travel 
Commission, the number of passports issued or renewed 
in July 1950 was 10 per cent greater than a year earlier. 
Another indication of the maintenance of a high level 
of travel is the fact that bookings for the majority of 
transatlantic air lines for September are equal to those 
of a year ago. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 18, 1950. 


Canadian Wheat Crop Forecast 


Widespread frost damage is expected seriously to lower 
the quality of this year’s Canadian prairie wheat crop. 
The Minister of Trade and Commerce has stated that 
only 49 per cent of the prairie wheat crop will be grade 
number 3 Northern or better, compared with 84 per cent 
in 1949. The Wheat Board has widened the price spreads 
between grades in order to permit larger sales of the 
lower grades at reduced prices. On August 31 the 1950 
crop was officially estimated at 490 million bushels, 
against 544 million bushels two weeks earlier. The 
August 31 figure does not take account of the frost dam- 
age since then. 

Sources: House of Commons Debates, September 12, 
1950, and Dominion Bureau of Statistics, 
D.B.S. Daily Bulletin, September 14, 1950, 
Ottawa, Canada. 


STAFF PAPERS 


The second number of Volume I of Staff Papers is 
now in preparation. Publication is planned for late 
September. The ee have been written by mem- 
bers of the Fund staff, but they do not necessarily 
express the policy or views of the Fund, its Execu- 
tive Board, or its officials. 


Contents of Volume I, Number 2 


Inflation in Latin America...... J. Keith Horsefield 
The Soviet Price System and the Ruble 

Exchange Rate Marcin R. Wyczalkowski 
Some Economic Aspects of Multiple 

Exchange Rates................ E. M. Bernstein 
Immediate Effects of Devaluation on Prices 

of Raw Materials Barend A. de Vries 
Balances of Payments and Domestic Flow 

of Income and Expenditures........ S. C. Tsiang 
The Currency, Banking, and Exchange 

System of Thailand................ B. R. Shenoy 


Volume I will consist of 3 issues. Subscription, 
US$3.50 or approximately — price in cur- 
rencies of most countries. Single issue, US$1.50. 
Subscriptions and inquiries should be sent to 
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1818 H St., N.W. Washington 25, D. C. 
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FINANCIAL NEWS SURVEY 


Latin America 
Salvadoran Coffee Crop 


The coffee market in El Salvador continued strong 
during July and August. Average quotations for good 
washed coffees ranged from $54 to $55 per 100 pounds 
f.o.b. Salvadoran port, compared with an average of 
$42.6 for 1949. By the end of the second week in August, 
not more than 25,000 bags from the 1949-50 coffee crop 
remained unsold. The first estimate of the Compaiiia 
Salvadorena de Cafe for the 1950 export coffee crop is 
977,500 bags. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., September 4, 1950. 


Colombian. Foreign Exchange Law 


Resolution No. 56, approved in August by the Colom- 
bian Office of Exchange Control, permits conversion into 
dollars, or into the currency of the country concerned, 
of 70 per cent of the pesos collected by foreign steamship 
companies for incoming ocean freights. Exchange con- 
versions are to be at the official rate except for merchan- 
dise imported under licenses reimbursable in whole or 
in part with exchange certificates. In that case, the 
conversion of ocean freights will be authorized either in 
exchange certificates or in exchange certificates and 
oficial exchange. The remaining 30 per cent represente 


the expenses in Colombian currency of steamship com- 
panies and covers loading, discharge, rents, and other 
local costs. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., September 11, 1950. 


Brazilian Budget 


In the first half of 1950, budget receipts of Brazil were 
7.3 billion cruzeiros, and expenditures were 8.3 billion 
cruzeiros. If both receipts and expenditures continued 
at the same rate throughout the year, the deficit would be 
2 billion cruzeiros. These figures may be compared with 
the 1950 budget estimates of 18.8 billion for receipts and 
22.3 billion for expenditures, and a deficit of 3.5 billion. 
Expenditures have been held down to a rate which is 
5.7 billion cruzeiros less than the budget estimate. This 
is due in part to the President’s decision to decrease the 
deficit approved by the Congress by postponing the initia- 
tion of new public works projects until the second half 
of the year. Revenues appear to have fallen short of 
budget estimates, but more revenue is normally collected 
in the second half of the year. 

Source: Brazilian Government Trade Bureau, Brazilian 


Bulletin, New York, N. Y., September 1, 1950. 
Brazil’s Barter Trade 


The Export-Import Department of the Bank of Brazil 
has added a number of livestock by-products, cloth, oils, 
and rice to the list of products for which barter proposals 
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may be submitted. Barter transactions may be used for 

the importation of specified items, such as automobiles 

with a value of up to $1,800, jeeps, refrigerators, washing 
machines, and other luxury items. The Export-Import 

Department will also consider three-way deals if only one 

currency is involved. 

Sources: Brazilian Government Trade Bureau, Brazilian 
Bulletin, New York, N. Y., September 1, 1950; 
Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 11, 1950. 


Peru Simplifies Import Duties 


On the recommendation of the Klein mission and the 
Superintendent of Customs, Peru has simplified its sched- 
ule of import duties. The specific duties remain the 
same, but an extensive number of ad valorem duties have 
been reduced to a single c.i.f. rate of 10.5 per cent. This 
will simplify the application of the tariff, speed up the 
handling of documents, simplify the work of controlling 
the system, and facilitate the computation of duties by 
importers. 


Source: El Mercurio, Lima, Peru, August 19, 1950. 


Argentine Budgets for 1951-52 


Departing from the former practice of an annual 
budget, the Executive in Argentina has transmitted to 
Congress budget estimates for the two years 1951 and 
1952. This procedure is authorized by Section VII of 
Article 68 of the new National Constitution. On August 
5, 1950, the Budget Acts were passed as Law No. 13,922 
and made effective under Decree 16,345. 

In accordance with Argentine budgetary practices, 
ordinary expenditures and revenues are balanced at 
4,844.1 million Argentine pesos annually. The “Special 
Accounts” segment of the budget, which includes ear- 
marked revenues, contemplates annual expenditures of 
1,182.4 million pesos. Capital outlay, to be financed by 
the sale of bonds (public works program and other in- 
vestment disbursements), is allotted 1,059.6 million pesos. 
Therefore, the total budgetary expenditures of the Ar- 
gentine Federal Government for 1951 and for 1952 are 
estimated at 7,086 million pesos. 

The expenditures of the various autonomous national 
agencies, which also figure in the budget law, are esti- 
mated at 5,987.9 million pesos for each of the two years. 
The comparative figures of the Budget Act for 1949, 1950, 
1951, and 1952 are as follows: 


1949 1950 1951 1952 
(million Argentine pesos) 
General administration 3,859.8 4,870.6 4,844.0 4,844.0 
Special accounts 222.1 401.0 1,182.4 1,182.4 
Public works, etc. 709.8 964.8 1,059.6 1,059.6 
Autonomous agencies 4,030.0 5,022.7 5,987.9 5,987.9 


8,821.7 11,259.1 13,073.9 13,073.9 
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The preceding figures do not cover expenditures to be 
incurred in 1951-52 under the Five-Year Plan, which 
amount to about 1,270 million pesos annually. 

The estimates for ordinary revenue for 1951 and 1952 
are slightly lower than the estimate for 1950 (4,870 
million) and somewhat higher than actual collections for 
1949 (4,581 million). 

Among ordinary revenue items, income, excess profits, 
and capital gains taxes account for 36.7 per cent of the 
estimated total; customs duties account for 8.7 per cent; 
sales taxes, 7.8 per cent; stamp taxes, 5.4 per cent; 
excises, 15.3 per cent; postal revenues, 5.6 per cent; 
inheritance tax, 2.5 per cent; and miscellaneous revenues 
account for the remainder. 

Sources: The Review of the River Plate, July 7, 1950, 
and La Prensa, August 5, 1950, Buenos Aires, 
Argentina. 


Other Countries 


IBRD Loan to Australia 


The International Bank loan to Australia (see this 
News Survey, Vol. Ill, p. 58) is not expected to make 
possible much relaxation of restrictions on imports of 
consumer goods from the dollar area, although some of 
the dollar earnings now used for the acquisition of 
capital goods may become available for the purchase of 
motor cars, newsprint, and other “essential” consumer 
goods. The loan itself will be spent chiefly on the develop- 
ment of agriculture by extending irrigation and making 
more intensive use of mechanization; improving rail- 
ways and roads; expanding the iron and steel industries 
and manufactures essential to development and defense; 
and importing earth-moving equipment for such public 
works as the Snowy River and Kiewa hydroelectric under- 
takings. The loan will give timely aid in sustaining the 
Australian capital works program and it ought also to 
help the Government to maintain immigration at its 
present very high rate. The extent and manner of the 
Bank’s additional participation in financing Australian 
development will be determined after further discussions, 
which will be preceded by a visit to Australia of rep- 
resentatives of the Bank in two or three months’ time. 


Source: The Financial Times, London, England, August 
24, 1950. 


New Zealand Contract Prices 

The Chairman of the New Zealand Dairy Products 
Marketing Commission has stated that a deadlock has 
been reached in the negotiations between the Commission 
and the U.K. Ministry of Food on the prices to be paid 
by the United Kingdom for New Zealand’s butter and 
cheese in the 1950-51 season. The United Kingdom 
has refused New Zealand’s request for a 7.5 per cent 
increase in prices although, according to the Commission, 
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it continues to buy butter and cheese at higher prices 
from European countries. The United Kingdom conceded 
an increase last season, although at that time it doubted 
whether an increase was justified. 

In the recent negotiations, the United Kingdom has 
argued that New Zealand has been able to put to reserve 
substantial sums from the sale of butter and cheese; that 
the economies of European suppliers differ from that of 
New Zealand; and that the contract could not be in- 
terpreted as carrying a right to a price increase on the 
basis of an estimated increase in production costs for a 
future year. In addition, it was stated that there would 
be more substance to the claim if New Zealand butter 
and cheese entered the U.K. market in free competition; 
the long-term contract, however, still has another five 
years to run. The Chairman of the Commission found 
himself unable to accept a decision based on these argu- 
ments, particularly as the rising trend of New Zealand’s 
import prices, including prices of imports from the United 
Kingdom, is a major factor compelling New Zealand to 
press for higher prices. 

In view of higher production costs, the Commission 
had already announced prices to be paid to dairy farmers 
which, even without any further adjustment on account 
of recent wage increases, are estimated to involve a 
deficit of £NZ175,000 if the whole exportable surplus is 
sold at last season’s U.K. contract prices. 

Shipments of dairy produce are being continued 
at last season’s prices, New Zealand reserving the right 
to raise the price question again at any time. New 
Zealand has been asked to ship at least 94 per cent of her 
exportable butter to the United Kingdom; the Com- 
mission has announced that not less than 924% per cent 
will be shipped, the rest being sold elsewhere. 


Sources: New Zealand Embassy, News from New 
Zealand, Washington, D.C., August 1950; The 
Times, London, England, August 28 and Sep- 
tember 5, 1950. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 


1818 H Street, N.W. Washington 25, D. C. 





